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China are still in the primary stage of socialism, the main contradiction in this 
stage is between the growing material and cultural needs and the backward social 
production. As the continuously increase of socio-economic level, the demand for 
public goods and public services is increased, however, insufficient supply of public 
product supply and inefficient public service issues still exists in the field of social 
undertakings, which can not satisfy the demand of technology, education, culture, 
health, sports and so on. The development of public utilities seriously lags behind the 
process of economic and social development. The report of the 17th Party Congress 
makes it clear that we should accelerate the development of social undertakings to 
improve people's lives roundly, so strengthening the reform of management system of 
social undertakings is around the corner. 
Our social undertakings was held by government in planned economy, the 
government makes and provides public goods by institution, this relationship has the 
problem such as regardless of the relationship between government and institution 
and the regardless of management and running. These years, although institution 
reform has some significant results, this problem hasn’t been solved yet. Under the 
condition of socialist market economy, we should further define the function of 
government and institution, establishing the modern corporate system of undertakings 
and governance mechanisms, then actively guiding the production and supply of 
public goods by social forces. At the same time, we should also improve supervision 
and management, reorganizing scientific and effective relationship between 
government and institution, so the social undertakings can operate scientifically and 
effectively. This paper studies the relationship between government and institution 
under the perspective of principal-agent, firstly interpreting the basic concrete 
connotation, essence and its change path, then probing the main problems in current 















advices for reorganization of the scientific relationship between government and 
institution referring to the successful experience of foreign public service governance. 
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